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FOREWORD

The 1992 Report on Allied Contributions to the Common Defense is published in
~ response to the provisions of the Department of Defense Authorization Act of 1985, Title X,
Section 1003, Public Law 98-525; the Foreign Relations Authorization Act, Fiscal Years 1986
and 1987, Title VIH, Section 812, Public Law 99-93; the Foreign Relations Authorization Act,
Fiscal Years 1988 and 1989, Title XII, Section 1254, Public Law 100-204; the National Defense
Authorization Act, Fiscal Years 1992 and 1993, Title X, Section 1046, and Title I, Section 117,
Public Law 102-190.

As past reports have made clear, Allied contributions to the realization of shared
international goals take many forms. Thus, previous reports have used a number of indices to
describe Allies' performance. This year's report further broadens its scope, updating data
provided last year on Allied support for Desert Shield and Desert Storm; expanding the
discussion of defense cost-sharing; and reviewing the Administration's efforts to maintain
equitable sharing of roles, risks, responsibilities and costs with our defense partners.

As this year's report demonstrates, the responsibility-sharing equation is becoming more
equitable:

° Force Contributions. Based on current plans, U.S. forces in Europe will come down by
around 50% by 1995, while Allies' reductions average about 25%, increasing their share
of NATO's force posture in Europe.

. Non-force Contributions. Our Allies provided impressive material and financial support
for Operations Desert Shield/Desert Storm. The Allies have undertaken major
commitments of aid to developing nations, the countries in Central and Eastern Europe,
and the newly-independent states of the former Soviet Union.

L Defense Cost-sharing. Japan and Korea support significant U.S. forces stationing costs.
NATO has now declared that the operations and maintenance costs of U.S. reinforcement
facilities are eligible for common funding under the NATO Infrastructure Program.
Cost-sharing is also a key element of our ongoing discussions on defense cooperation
with the members of the Gulf Cooperation Council.

The U.S. government is committed to the principle that defense responsibilities should be
equitably shared among allies. The U.S. government recognizes and appreciates the full range
of actions that our Allies take to support our mutual-interests. Through Administration efforts,
changes in Alliance force structure, commitments and strategies, and continuing Congressional
support, we will continue to share roles, risks, responsibilities and. costs of international security
with our Allies.
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EXECUTIVE SUMMARY

This Report provides an assessment of the extent to which NATO nations, Japan, Korea, and other U.S,
allies are assuming their fair share of roles, responsibilities, risks, and costs of protecting mutual security
interests. It also reviews Administration and allied efforts to maintain an equitable sharing of security
responsibilities as we adapt to a new intemational security environment,

OVERVIEW

The Administration remains committed to the principle that defense responsibilities should be equitably
shared with our allies. Allied contributions to the realization of common intemational goals take many
forms. The United States recognizes and appreciates the full range of actions that our allies take to
support our mutual interests. These activities include maintaining capable military forces of their own,
assigning those forces to coalition missions, political and financial support for shared objectives, and direct
offsets to U.S. overseas stationing costs.

The United States enters into defense agreements with other nations and participates in NATO because
doing so furthers vital U.S. security interests. Further, these alliances are important for sharing the
responsibilities of mutual defense. Our allies relieve us of military burdens in many areas and support
U.S. objectives worldwide. In addition, NATO's common funding programs and our bilateral cost sharing
arrangements help reduce U.S. defense costs. Intemational defense agreements, and the resulting
obligations and contributions of each party, will continue to be the principal vehicles through which the
responsibilities and benefits of mutual defense are allocated.

EVALUATION OF FAIR SHARES

There is no single, universally accepted formula for calculating what constitutes equitable sharing of
the roles, responsibilities, risks, and costs of defense. National contributions can take many forms, some
of which--such as defense spending, military manpower, and cash contributions to offset stationing costs--
can be easily measured. There are also other national contributions that, although perhaps less tangible
and more difficult to quantify, are nevertheless important aspects of burdensharing. These include political
and financial support for shared intemational goals; the social, economic, and political costs of hosting
foreign troops; and in-kind contributions to mutual defense. Each burdensharing indicator--as well as
assessments of overall performance--must be viewed in light of the ally’s political, economic, geographic,
and strategic situation.

MEASURING PROGRESS

The dramatic events in Europe over the past several years and the success of our containment strategy
have laid the Cold War to rest, and have created the opportunity for substantial cutbacks in U.S. defense
efforts. With respect to U.S. forces stationed in Europe, we have brought home nearly 90,000 military
personnel and 100,000 dependents just since 1990, and have identified over 450 sites for closure, With
additional reductions planned of 75,000 troops and another 100,000 dependents, by 1995 the burden of
stationing U.S. forces in Europe will be cut by more than half from Cold War levels. As further
indication of the declining level of U.S. resources dedicated to defense in the years ahead, we project that



by 1997 U.S. defense spending will constitute roughly 3.5 percent of gross domestic product (GDP)--its
lowest level since before World War II--compared to 5.7 percent in 1990.

In the wake of these dramatic changes in the international security environment, and due to
Administration negotiation efforts, the United States will also benefit from favorable changes in
burdensharing relationships with our allies. These developments include: a shifting allocation of defense
responsibilities within NATO and in our bilateral relationship with Korea; increased cost sharing
contributions from our allies; and greatly increased efforts by allies in support of shared foreign policy
goals--particularly the economic recovery of Central and Eastern Europe and the former Soviet Union.

Giving greatest weight to such factors as percent of GDP devoted to defense and force contributions
as a function of ability to contribute, the burdensharing efforts of Turkey, the United Kingdom, Korea,
Greece, and France look particularly strong. Germany, Norway, Portugal, and the Netherlands, and, to
a lesser extent, Belgium, Italy, and Spain also make commendable contributions in many areas. Japan's
host nation support contributions are especially noteworthy, although the percentage of Japan’s GDP
devoted 1o defense is relatively small for political and constitutional reasons. The dramatic transformation
in the post-Cold War security environment requires that we consider a broad range of additional activities
in assessing burdensharing performance. Among the most important are: '

Allies’ Force Contributions

o Changes in NATO force structure are leading to significant burdensharing adjustments. Planned
cutbacks in major categories of fotal U.S. ground, air, and naval forces, reported in the NATO
Defense Planning Questionnaire, range between roughly 15 and 30 percent. These reductions match
or, in many cases, exceed (in percentage terms) those decreases projected for our NATO allies in
the aggregate. In addition, planned cuts in U.S. Europe-based forces--of between 40 and 60 percent-
-are at least double the aggregate non-U.S. NATO reductions, and in some categories are much
larger. As a consequence of these planned changes, the future non-U.S. share of fotal NATO forces
is projected to increase in most key force categories, while the non-U.S. share of Europe-based
NATO forces will increase across all major categories.

o In the Pacific, South Korea is moving into the leading role in our military alliance for the defense
of the Korean peninsula, and will continue its commitment to force modemization and assumption
of ever-increasing defense responsibilities. Japan is also improving its military capabilities for
defense of sea lines of communication.

o Aside from offering increased access for U.S. forces and prepositioned equipment and materiel,
several members of the Gulf Cooperation Council (GCC) are modemizing their forces so that they
may play an increased role in maintaining stability in the strategically important Persian Gulf region.

Sharing of Roles, Responsibilities, Risks, and Costs within NATO

o NATO's new strategic concept stresses that "the achievement of the Alliance’s objectives depends
critically on the equitable sharing of roles, risks, and responsibilities, as well as the benefits, of
common defense.” As NATO reduces the size of its standing forces, it is creating multinational units
as a visible and practical way of strengthening Alliance cohesion and solidarity, while preserving the
capability to react rapidly and with broad participation to a developing crisis. Further, European
members of NATO are exploring how to strengthen the "European pillar” as a means of enhancing
their contribution to European security. '




Host Nation Support

0

Allies provide important host nation support (HNS) in the form of cash and in-kind contributions
that reduce the cost of U.S. forward military presence.

Japan currently funds virtually all DoD in-country construction costs and provides, at no charge, iand
and facilities used by U.S. forces. Under a new cost sharing agreement, Japan is assuming all labor
and utilities costs. By 1995, Japan will bear virtually all the costs of stationing U.S. forces on its
soil, except for salaries of U.S. personnel and certain other costs whose transfer would not be

appropriate.

South Korea also provides free-of-charge land and facilities for U.S. use; logistics support including
ammunition storage and equipment maintenance; and manpower augmentees to U.S. Ammy units
(KATUSAs). In addition, Korea has agreed to assume one-third of won-based stationing costs by
1995--a category that includes 1abor, construction, and operations and maintenance costs.

The NATO allies share construction and operating costs through the Infrastructure Program and the
Military and Civil Budgets. Further, NATO has recently agreed that maintenance of U.S.
reinforcement facilities in Europe is eligible for common funding under the Infrastructure Program.
Germany, which hosts the largest concentration of U.S. forces in Europe, provides significant in-kind
support, the most valuable of which is the land and facilities provided at no cost to U.S. forces. In
addition, Germany helps offset the cost of police, fire, and public health services provided to U.S.
military communities and helps pay the cost of basing U.S. forces in Berlin. Finally, German
contributions toward the U.S.- German Wartime Host Nation Support agreement help create vital
combat service support capabilities.

Host nation support is also an important element of the defense cooperation agreements being
developed in the Persian Gulf region.

Contributions to Operations Desert Shield/Storm

0

Without allied combat forces, facilities, and support for deploying forces, as well as their financial
assistance and political suppor, the achievement of U.N. goals in Kuwait would have been
impossible. France and the United Kingdom deployed large ground forces and, along with Canada
and Italy, also sent combat air units. Every NATO nation with naval forces deployed naval uniis
to the region; other countries committing substantial combat forces to the coalition military effort
included Egypt, Syria, Saudi Arabia, and Kuwait. NATO wartime reinforcement infrastructure and
procedures proved invaluable in deploying the U.S. VII Corps from Germany to Saudi Arabia.

Worldwide contributions of cash and in-kind support to the United States amounted to a total of
$53.7 billion. Among the Gulf states, Saudi Arabia contributed nearly $17 billion, Kuwait over $16
billion, and the United Arab Emirates over $4 billion. Additional donors included Japan (over $10
billion), Germany (nearly $6.5 billion), and Korea ($251 million). Many of these countries also
made substantial cash and in-kind contributions to support other nations’ commitment of forces or
to help meet refugee and humanitarian needs.



Economic and Development Assistance

o Allies contribute significant development assistance worldwide. In 1990, our NATO allies provided
$31 billion in official development assistance (ODA), while Japan provided $9 billion. In addition,
although precise accounting is difficult because of the many and varied programs underway, our
NATO allies and Japan committed over $16 billion in grants and loans 10 Central and Easten
Europe during the January 1990-June 1991 period.

o Our NATO allies, Japan, and Korea have also provided important economic assistance to the Soviet
Union and its former republics over the past two years. Although it is still too early for a thorough
accounting, unofficial estimates by the European Commission indicate that by the end of 1991,
around $70 billion of various types of economic assistance had been pledged, of which Germany has
contributed about one-half (including substantial amounts associated with German unification).

DEFENSE COST SHARING

Congressional attention has recently focused on one particular dimension of the burdensharing equation:
defense cost sharing, defined as the cash and in-kind contributions that allies make to help offset the costs
of stationing U.S. forces on their territory. In 1991, Congress passed legislation (Section 1046 of P.L.
102-190) calling on the Administration to consult with U.S. defense partners to seek to achieve agreements
on equitable defense cost sharing. We recognize the concem in Congress over defense cost sharing.

Arriving at what constitutes equitable sharing of the costs of defense requires evaluation of many
factors, including the purpose and nature of the U.S. overseas presence; each ally’s economic well-being;
their other military, political, and economic contributions to shared international goals; and the cooperative
roles and obligations established in bilateral and multilateral defense agreements. First and foremost
among these factors, however, is the strategic benefit that the United States itself realizes from the defense
agreement. This factor is especially important when determining what, if anything, allies should contribute
to supporting U.S. forward presence.

The United States stations troops and prepositions equipment in Europe, the Pacific, and elsewhere in
support of U.S. security interests. History clearly shows that our military presence in Europe has had a
stabilizing influence while benefitting our own security. The same is true of U.S. forces stationed in North
East Asia and U.S. prepositioning and access agreements in the Persian Gulf, which contribute to the
security of regions that are increasingly important to the well being of the United States.

BILATERAL COST SHARING: PERFORMANCE AND NEGOTIATIONS

Japan currently pays almost all military construction costs and leases for land used by U.S. forces, and
contributed approximately $3.3 billion in host nation support to the United States over the 12-month
period ending March 1992. As previously reported, in 1991 the Administration negotiated a new cost-
sharing agreement under which Japan will assume approximately three-quarters of all U.S. stationing costs
(less salaries for U.S. military and civilian personnel) over the next five years. Japan will also assume
full payment for all U.S. Forces Japan (USFJ) utilities, and salaries and benefits for Japanese employees
working for U.S. forces.

The Korean cost sharing program amounted to $180 million in 1992 and will be $220 miliion in 1993,
up dramatically from $70 million in 1990. Korea has agreed to assume one-third of the won-based U.S.
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stationing costs by 1995. Won-based costs include construction, labor cost sharing, and certain logistics
and operations expenses, but do not count the value of rent-free 1and and manpower augmentation. By
1995, Korean cost sharing may be over $300 million, depending on our force presence and actual
stationing costs at that time.

Cost sharing is also being discussed in connection with new defense cooperation agreements in the
Persian Gulf. The recently-concluded agreement with Kuwait is an example of the willingness of our Gulf
partners to share the burdens of the common defense. Discussions are still going on with other Gulf states,
so it is premature to report on their cost sharing implications.

COST SHARING IN NATO

Defense burdensharing in NATO is exhibited mainly through members’ assigning military forces to
Alliance roles and missions, and participation in the Alliance force planning process and multinational
command structures. NATO allies do, however, provide important support for U.S. forces in Europe that
relieves the U.S. Govemnment of substantial stationing costs. Chief among these benefits is the rent-free
land and facilities that virtually every NATO ally fumishes for use by the U.S. military. European
governments typically waive taxes, customs duties, and other such fees on the local purchases and
activities of U.S. forces. In addition, many governments provide free-of-charge services such as site
security, fire protection, access 1o local social services, use of training areas, and certain operations and
maintenance services.

Existing NATO cost sharing programs, such as the Infrastructure Program and the Military Budget, are
adapting to meet new Alliance needs. NATO, in response to a U.S. request, is using re-programmed
Infrastructure funds to pay for the transfer among allies of excess military equipment limited by the Treaty
on Conventional Armed Forces in Europe (CFE). NATO has also accepted a U.S. proposal under which
the Alliance would assume--again through the Infrastructure Program--the annual operations and
maintenance costs of facilities that support U.S. reinforcement of Europe. NATO has agreed that these
costs are eligible for collective funding. Programming and funding decisions may be made in time for
Alliance contributions to begin during Fiscal Yéar 1993.

The Administration also intends to raise bilateral cost sharing issues with various NATO allies, focusing
on stationing costs to include labor cost sharing and utilities and other support costs. However,
negotiating new cost sharing agreements in Europe today will be extremely difficult. Every NATO nation
is reshaping defense policies and budgets to meet new circumstances. Also, several of our European
allies--most notably Germany--have assumed significant new burdens in the form of assistance to Central
and Eastern European countries and support for the withdrawal of former Soviet forces. These new
contributions must be factored into the overall burdensharing equation.

As we pursue improved cost-sharing within the Alliance, it is important to recognize fundamental
differences between the sharing of roles, responsibilities, risks, and costs in NATO, and U.S. cost sharing
with Japan. NATO is a multilateral alliance with an international headquarters, an integrated military
~ command structure, and a well-developed system of assigning defense assets—by country--to coalition roles
and missions. Further, NATO has its own cost sharing programs, such as the Infrastructure Program and
the Military Budget. The Japanese constitution, on the other hand, limits Japan’s military contributions
to our bilateral relationship, thereby making financial support a relatively more important burdensharing
tool. '



Nor does the financial support for Operation Desert Shicld/Storm--an extraordinary and unique
burdensharing case study--provide a model for similar agreements with NATO allies to underwrite the full
costs of implementing existing bilateral and multilateral defense agreements. During the Gulf War, the
largest financial contributors--Saudi Arabia, Kuwait, Japan, and Germany--focused their efforts on cash
contributions because their political situations or lack of appropriate military capabilities prevented them
from providing similar levels of support through other means. On the other hand, NATO already
incorporates burdensharing mechanisms obligating each participant to assign substantial military forces
to the Alliance. Because of these existing arrangements and the strategic benefits that the United States,
realizes from its participation in NATO, it would be inappropriate and counterproductive for the Umtedi
States to seek to shift the full costs of its forward presence to the European allies.

CONCLUSION
I
Equitable sharing of the roles, responsibilities, risks, and costs of protecting mutual security interests:
is a goal of U.S. international security policy. Both because of the Administration’s negotiating effons
and because of allies’ increased support for peaceful change in Central and Eastern Europe and cha.ngmg
force structures in NATO, the responsibility sharing equation is being made more equitable.
|

In assessing defense burdensharing, however, the United States must always attend to its own share of
the responsibilities of collective defense. We cannot expect our allies to agree to new burdensharmg
arrangements if the United States is reluctant to maintain adequate suppont for existing collectweI
programs. Nor can improved defense cost sharing be negotiated against a backdrop of calls for drastic
budget and troop cuts, which raise doubts about our underlying commitment to collective security. !
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I. INTRODUCTION AND OVERVIEW

PURPOSE

This Report responds to legislation requesting, among other things, a Department of Defense assessment
of the extent to which the individual NATO nations (including the United States) and Japan are
contributing their fair share of the common defense burden. Due to increasing interest in burdensharing
in the Pacific, we have included in this year’s Report an assessment of contributions to the common
defense by the Republic of Korea (ROK). The Report analyzes various burdensharing indicators and
factors, offers conclusions as to recent and current performance, and describes recent and ongoing actions
to achieve an equitable distribution of roles, risks, and responsibilities.

EVALUATION OF FAIR SHARES

There is no single, universally accepted formula for calculating each nation’s "fair share" of the
collective defense burden. National contributions assume many forms, requiring different measures and
analyses. Some forms of burdensharing, such as defense spending and military manpower, permit
relatively precise calculation. Other important but less tangible contributions, such as host nation support
and national suppont for Alliance initiatives, must be evaluated more subjectively. In theory, any
contribution which enhances peace and stability is part of a nation’s burdensharing effort. Conceptually,
benefits received are also a factor in burdensharing assessment. In this regard, the most important benefit
received--over forty years of relative peace and prosperity--is shared by all NATO members, Japan, and
the Republic of Korea.

The traditional burdensharing relationship within NATO, like virtually every other aspect of Alliance
affairs, will continue to undergo transformation in the coming years. The nature and timing of these
changes will be linked to major recent developments in the European security environment which,
although still surrounded by many uncertainties, appear to offer great promise for a more stable and secure
future for Europe. '

OVERALL ASSESSMENT

Our evaluation of the overall burdensharing efforts of each of the NATO nations, Japan, and the
Republic of Korea is based on internal Department of Defense assessments, which draw extensively on
NATO data and evaluations, plus analyses from U.S. embassies and regional commands. Qur conclusions
take into account a variety of factors, with heaviest weight given to the defense spending/gross domestic
product ratio (see Chapter II for greater detail). Chart I-1 (at the end of this chapter) characterizes country
performance in selected key areas. =

Peace, security, and stability in Europe have always been based on more than just the military and
defense efforts of Alliance members. Especially now, as we enter the post-Cold War era, it is essential
that assessments of burdensharing performance take this broader definition of security into account. The
costs of improving security and stability take different forms and can include, for example, foreign
assistance to strategically significant countries, including the former Soviet Union and the countries of
Central and Eastem Europe, as well as the expenses incurred relative to the unification of Germany and
removal of former Soviet troops from eastem Germany. It is also clear that the military forces, logistics
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support, and financial and in-kind contributions our ailies provided for Operation Desert Shield/Storm
represent a significant aspect of recent burdensharing efforts. Finally, our allies’ willingness to underwrite
U.S. stationing costs through cash and in-kind contributions demonstrates their continuing support for U.S.
forward presence.

Looking to the future, another key factor in assessing burdensharing performance will be the outcome
of force structure adjustments now under consideration by virtually all Alliance nations, including the
United States. Based on our latest information on nations’ evolving defense plans, we have included in
this year's evaluation a review of NATO’s projected force structure for the mid-1990s time frame.

Certain elements that have traditionally been a key part of the burdensharing assessment--such as force
goal performance, CDI force goals, and munitions sustainability--are in transition as a result of the
sweeping changes in Europe, and thus receive less emphasis in the current Report.

EFFORTS BY US. ALLIES

As illustrated in Chart 1-1 and portrayed in Chapter II and other sections of the Report, our review
indicates wide differences among the burdensharing contributions and force improvement efforts of the
individual nations. When all factors are taken into account, but giving greatest weight to defense spending
as a share of GDP, the burdensharing efforts of Turkey, the United Kingdom, Korea, Greece, and France
look particularly strong. Gemmany, Norway, Portugal, and the Netherlands, and, to a lesser extent,
Belgium, Italy, and Spain also make important contributions in many areas. Japan's host nation support
contributions are especially noteworthy, although the percentage of Japan's GDP devoted to defense is
relatively small for political and constitutional reasons. Highlights of our evaluation for selected indicators
and factors are summarized below.

Share of Gross Domestic Product (GDP) Allocated to Defense. A widely used indicator of defense
burdensharing, this measure combines the most comprehensive indicator of defense effort (defense
spending) and the most comprehensive measure of ability to contribute (GDP). While this indicator
receives heaviest weight, it must be evaluated in the context of the other important burdensharing measures
and factors. Top allied performers include Greece, Turkey, the Republic of Korea, the United Kingdom,
and France, with percentages of GDP allocated to defense that range from almost 6 percent to about 3.5
percent. At the other end are Italy, Denmark, Canada, Spain, Luxembourg, and Japan, with percentages
in the two to one percent range.

GDP per Capita. A widely accepted indicator of economic prosperity and standard of living, this
measure provides valuable insights on the ability of individual nations to make defense contributions.
Denmark, Norway, Germany, Japan, and Luxembourg are the highest ranking allies on this measure of
economic strength, with per capita GDPs ranging from over $25,000 to about $23,000, followed closely
by Canada and France, in the $22,000 to0 $21,000 range. The United Kingdom, with a GDP per capita
of just under $17,000, ranks lowest among all of the*European Central and Northemn Region countries.
Poorest economic performance as reflected by this indicator is recorded by Greece, Portugal, the Republic
of Korea, and Turkey, with per capita GDPs ranging from just over $6,500 to about $2,000.

Defense Manpower as a Share of Population. This measure reflects the percent of population
accounted for by active duty military and civilian defense personnel. Highest percentages are achieved
by Greece, the Republic of Korea, Norway, and Turkey (ranging from 2.3 to 1.5 percent) and France,
Belgium, and Germany (ranging from 1.2 to 1.1 percent). Lowest percentages—ranging from 0.5 to 0.2
percent--are atiributable to Canada, Luxembourg, and Japan. When committed reserves are included,
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Norway, Denmark, Germany, the Netherlands, Greece, Belgium and France show marked performance
increases.

Output Indicators and Alliance Force Improvements. When national holdings of major ground, air,
and naval systems are related to country ability to contribute, as measured by GDP, high burdensharing
rankings are recorded by Greece, Turkey, the Republic of Korea, and Portugal, Other strong performers
include the Netherlands, the United Kingdom, Norway, Denmark, and Belgium. Lowest rankings are
indicated for Canada, Japan, and Luxembourg. Also, the United Kingdom and France show up well on
the basis of their nuclear contributions, while Germany and the United Kingdom have, heretofore,
consistently ranked high among our allies in meeting NATO force improvement objectives. Japan is
making steady progress toward achieving the military capability to fulfill its agreed defense mission, i.e.,
the defense of its territory, including adjacent air and sea lanes within 1,000 nautical miles.

Other Factors. Particularly strong or noteworthy contributions are provided by individual allies in a
variety of other burdensharing areas. These include host nation support, military assistance to NATO
nations with developing defense industries (DDI) (i.e., Greece, Turkey, and Portugal), etc. Often, these
contributions help offset shortfalls in countries’ performance in other, more traditional, measures of
burdensharing performance. Counny-by country examples, important for their absolute magnitude and/or
because they represent a significant effort relative to the nation’s ability to contribute, include:

- Belgium: Host nation support; Operation Desert Shield/Storm efforts; development assistance;
assistance to Central/Eastemn Europe.

- Canada: Operation Desert Shield/Storm efforts; development assistance.

- Denmark: Host nation support; Operation Desert Shield/Storm efforts; development assistance
(substantial); economic aid to Central/Eastern Europe (substantial).

- France: Operation Desert Shield/Storm efforts (very substantial); development assistance
(substantial); assistance to Central/Eastern Europe.

- Germany: Host nation support (subétantial); civilian assets planned for use in wartime; host to the
largest concentration of foreign troops in the world; military assistance to DDI nations; economic aid

to Central/Eastern Europe (very substantial) and the former Soviet Union (very substantial); Operanon
Desert Shield/Storm efforts; development assistance.

- Greece: Operation Desert Shield/Storm efforts; assistance to Central/Eastem Europe.

- Italy: Host nation support; Operation Desert Shield/Storm efforts; development assistance; economic
aid o Central/Eastern Europe.

- Japan: Host nation support (very substantial); development assistance (very substantial in absolute
amount); sustained growth in real defense spending; Operation Desert Shield/Storm efforts (substantial
financial assistance); economic aid to the former Soviet Union,

- Korea: Host nation support (substantial); sustained high rates of growth in real defense spending;
Operation Desert Shield/Storm efforts; economic aid to the former Soviet Union.
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- Luxembourg: Host nation support; sustained high rates of growth in real defense spending; economic
aid to Central/Eastern Europe.

- Netherlands: Host nation support; military support to DDI nations; Operation Desert Shield/Storm
efforts; development assistance (substantial), economic aid to Central/Eastemn Europe.

- Norway: Host nation support; civilian assets planned for use in wartime; relatively high rates of real
growth in defense spending; Operation Desert Shield/Storm efforts; development assistance
(substantial); economic aid to Central/Eastern Europe.

- Portugal: Operation Desert Shield/Storm efforts. ‘
\
T

- Turkey: High real defense spending growth in recent years; Operation Desert Stﬁeld/Stohn efforts
(very substantial). 1

- Spain: Operation Desert Shield/Storm efforts.

- United Kingdom: Host nation support; Operation Desert Shield/Storm efforts (very substantial).
U.S. EFFORTS

The United States allocates to defense the second highest share of gross domestic product among all
nations examined (just under six percent in 1990), provides most of the nuclear forces for the Alliance,
and ranks high on most of the major indicators addressed in this Report. At the same time, however, we
rank relatively high in economic development and standard of living, as reflected by per capita gross
domestic product ($21,400). Moreover, the gap between the United States and our allies in share of GDP
allocated to defense has been declining in recent years, and through the middle of the decade the United
States will draw down its troops in Europe by over 50 percent, thereby significantly reducing our share
of NATO's total Europe-based forces. In assessing differences between U.S. and allied performance in
these various indices, several factors must be considered. Unlike its Alliance partners, the United States
is a global superpower, a role that brings with it particular responsibilities as well as benefits. Further,
the United States establishes its force structure and defense budget and maintains forward military presence
in order to support U.S. national security interests. Alliances are an important mechanism for protecting
those interests.

RECENT AND ONGOING EFFORTS TO ENSURE EQUITABLE
BURDENSHARING

Recent developments in East-West relations and the prospect of contingencies such as Operation Desert
Shield/Storm provide increased opportunities for ensuring equitable distribution of roles, risks,
responsibilities, and costs among allies. As we strive to maintain security at a balanced level of forces
necessary 1o ensure a credible defense, we must continue to ensure that our defense, arms control, and
burdensharing objectives remain consistent with this objective.

Many favorable developments have occurred in the European security environment over the last several
years. At the same time, however, the ethnic, economic, and political turmoil stemming from changes
throughout Central and Eastern Europe--including the republics of the former Soviet Union--has given rise
to considerable instability that may not be resolved in the foreseeable future. In addition, the rapid pace
of change in Europe demands that we and our allies work closely together to ensure that the necessary
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elements of Westem security--stability, predictability, and continuity--are protected. This objective is
central to NATQ’s new military strategy.

Against this background, we continue to seek more effective and efficient ways to maintain and improve
our collective security arrangements. Indeed, with the reduced U.S. presence in Europe planned for the
years ahead, the new NATO strategy encourages the development of a European security identity and the
assumption by the European NATO nations of a greater degree of responsibility for the defense of Europe.
The strategy recognizes that "the achievement of the Alliance’s objectives depends critically on the
equitable sharing of roles, risks, and responsibilities, as well as the benefits, of common defense.”

THE COMMITMENT TO COMMON DEFENSE

As illustrated by four decades of successful deterrence on the European land mass and in North East
Asia, and now again in the recent experience of Operation Desert Shield/Storm, U.S. leadership is essential
for the community of nations to marshal its collective strength on behalf of shared concemns. A strong
common defense will depend upon the continuing commitment of the United States and its allies 1o
maintain capable forces, with particular attention to modernization, sustainability, training, mobility, and
reinforcement capabilities.

In this context, it is essential that NATO maintain its resolve and solidarity as the Alliance plans for
the implementation of conventional arms reduction agreements, especially in implementing a force posture
that will make the best use of residual capabilities.

Desert Shield and Desert Storm

The Gulf War, which was the subject of a preliminary assessment in last year's Report on Allied
Contributions to the Common Defense, remains a significant and unprecedented illustration of intemational
burdensharing. Appendix C provides a discussion of allied assistance to defray incremental U.S. Gulf War
costs. A summary of combat and combat support contributions by the NATO allies follows.

- Vinually all NATO members committed combat forces in the Gulf crisis, or provided suppon for
those forces. Every NATO member with naval units made naval deployments in support of the
multi-national effort.

- France and the United Kingdom deployed large ground forces to the Gulf. Canada, France, Italy,
and the United Kingdom sent combat air units that participated in daily operations against Iraqg. The
Dutch provided air defense batteries to help Israel.

- Turkey, Spain and the United Kingdom allowed combat operations to be staged from their temitory;
France and Greece allowed aerial tanker basing. Belgium, the Netherlands, and Germany provided
extensive transportation assistance to deploy the U.S. Army VII Corps from Germany.

NATO’s long-standing defense cooperation, including its integrated command structure, its common
doctrine and tactics, its military infrastructure, and its equipment standardization/interoperability, proved
vital to our success in achieving Operation Desert Shield/Storm objectives. Several principles of NATQ's
emerging strategy were demonstrated in Operation Desert Shield/Storm--including multinational forces,
rapid force generation, modem munitions, and strategic mobility--with our NATO allies providing
substantial assistance to our successful operations.



" The performance of forces normally committed to NATO reaffirmned two lessons. First, maintaining a
high state of readiness, coupled with many contributions from our allies, made coalition air and ground
campaigns a success. Second, maintaining capable forward-based forces and established infrastructure in
Europe provides critical capabilities to our national strategy for dealing with worldwide contingencies.

Our Pacific allies also played a key role in the success of Operation Desert Shield/Storm. Japan
provided roughly $11 billien to the multinational forces in the Gulf, of which some $10 billion was 10
offset U.S. costs. Assistance was provided in the areas of transportation expenses, in-kind materiel and
equipment support, and in-kind airlift and sealift. The Japanese worked closely with U.S. Forces Japan
and CENTCOM to identify requirements for equipment, materiel, and supplies. Korea also provided cash
and in-kind support to assist coalition efforts and front line states during the Gulf War. In addition to its
financial support for the United States, Korea dispatched a military medical team and five C-130 aircraft
with support personnel to the Gulf.

In summary, the success of Operation Desert Shield/Storm could not have been achieved without the
far-reaching assistance of our allies--politically, diplomatically, militarily, and financially.

ONGOING INITIATIVES

As illustrated by the foregoing, the overall objective of U.S. burdensharing efforts is to continue to work
closely with our allies to devise and implement more cost effective and equitably shared defense roles,
risks, responsibilities, and costs while maintaining a credible deterrence. In this regard we have been
successful in putting the issue of burdensharing before NATO for consideration by our allies. This
objective is especially critical now as the changing intemational security environment and implementation
of the CFE Treaty create increased pressure for defense budget reductions.

U.S. efforis have served to focus allies’ attention on the need to (1) bring the sharing of burdens and
benefits into line with current political and economic realities; (2) improve efficiency and flexibility in
resource allocations; (3) define and implement broader applications of the commen funding principle; (4)
seek more effective use of special national capabilities and resources through improved rationalization and
division of labor, and (5) share, where appropriate, the costs of U.S. forward presence.

The Ambassador-at-Large for Burdensharing continues to focus Administration efforts 10 ensure a more
balanced sharing of defense responsibilities and costs among members of NATO, Japan, the Republic of
Korea, and other allies of the United States. Since assuming his office, the Ambassador has played an
important role in raising the consciousness among allies and U.S. agencies of the necessity, opportunities,
and modalities for sharing responsibilities and costs associated with global security and stability. As the
effort continues, specific burdensharing goals and objectives are being coordinated within the U.S.
govemnment and, where appropriate, negotiations are underway with allies across the broad range of
burdensharing related issues.

-
i ]

The Departments of Defense and State--bilaterally with European and Asian allies, and in NATO fora--
have ensured that burdensharing remains a priority concem. :

There are no "quick fixes" for burdensharing. Some near-term results can be achieved but measured
progress requires careful coordination and long term effort. Unilateral actions intended to simply reduce
commitments would weaken our alliances, reduce cohesiveness and solidarity within these structures, and
ultimately damage U.S. security interests. In the long run, however, the burdensharing equation is shifting
in our favor. Korea is assuming the lead role in our defense alliance; Japan has agreed to substantially
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increase its host nation support. Within NATO, a stronger European pillar is evolving, and the allied share
of forces in Europe is projected to increase following sizable U.S. reductions. Adjustments in the roles
and responsibilities for the common defense will contribute to this evolution.

Sharing of Military Responsibilities

During 1991, NATO unveiled a new strategy that anticipates reduced force levels in light of the rapidly
changing threat environment, budgetary constraints, and the CFE Treaty. At the same time, NATO
recognizes the volatility and uncertainty of the post-Cold War era. NATO's new strategic concept,
adopted at the Rome Summit in November 1991, reiterates NATO's fundamental purposes of deterrence
and defense and stresses that "the achievement of the Alliance’s objectives depends critically on the
equitable sharing of roles, risks, and responsibilities, as well as the benefits, of common defense.” The
development of a "European security identity” is also encouraged, to the extent that it will permit the
European NATO nations to assume a greater degree of responsibility for the defense of Europe.

Consistent with NATO’s new strategy, virtually all NATO nations, including the United States, plan
to scale back their force structure and/or equipment holdings. Planned U.S. reductions across the major
categories of total NATO-reported ground, air, and naval forces match or, in many cases, exceed (in
percentage terms) those drawdowns projected for the non-U.S. NATO allies in the aggregate. Planned
cuts of U.S. forces stationed in Europe significantly exceed planned reductions for our allies as a whole.
Consequently, the future U.S. share of toral NATO forces is projected to decline in many key force
categories, while the U.S. share of Europe-based NATO forces will decrease across all major categories.
(See Chapter II for additional details.)

The Alliance's new strategic concept acknowledges that, given the extended warning time afforded by
the breakup of the Warsaw Pact and the Soviet Union, member nations can rely more heavily upon reserve
forces. As the United States demonstrated in Operation Desert Storm, a mix of active and reserve forces
can respond effectively in a crisis. To do so, however, reserve components must be properly organized,
trained, and equipped. Although the situation varies by couniry, many of the NATO allies have fallen
short in these areas heretofore. The nature of the future force structure makes it especially important for
countries to improve reserve capabilities by providing adequate training and equipment for their reserve
personnel.

Among our Pacific allies, Japan continues to make steady improvements in its homeland defense and
sea-lane protection capabilities. Japan’s current five-year Mid-Term Defense Plan (MTDP), which became
effective in April 1991, includes major new equipment purchases (including AWACS, AEGIS destroyers,
and MLRS), as well as emphasis on enhancing support and logistics functions, intelligence, and command
and communications capabilities. Areas of particular importance for the Republic of Korea include early
waming capabilities, emergency operations, and rear-area defense.

Host Nation Support. U.S. allies in Europe and the Pacific provide important peacetime host nation
support. Japan pays rents and leases and supplies govemment-owned land for U.S. forces at no cost to
the U.S. govemment. Korea provides rent-free land and facilities. Further, Korea contributes military
manpower to augment U.S. forces and fumishes logistics support.

Germany also provides significant host-nation support to help offset the costs of stationing U.S. forces-
there. Categories include forgiven rents and leases, support and services provided to U.S. family housing,
an extensive wartime host nation support program, and Berlin occupation costs. Virtually all other NATO
allies also fumish land use for U.S. bases and/or material storage facilities. In addition, our WHNS
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agreements with these countries provide us with exiensive cost avoidances. The provisions for mobilizing
their local nationals, and the use of their ports, airfields, lines of communication (LOCs}, and civilian
transportation infrastructure for reinforcing and supplying our forces in wartime, relieve the United States
of the need to maintain massive combat support forces to accomplish these missions. Several NATO allies
also host U.S. combat force presence on a permanent, rotating, or periodic basis.

Sharing of Non-Military Responsibilities

Most of the industrialized nations addressed in this Report also make important non-military
contributions to Western security and stability. In 1990, for example, NATO nations combined to provide
over $42 billion in assistance to developing countries (formally designated “official development
assistance,” or ODA). In addition, since the emerging economies of Central and Eastemn Europe are not
eligible for ODA, the European Community (EC) Commission began in 1989 to coordinate assistance in'
support of political and economic reforms in those countries through a process known as the G-24. With
the exception of Korea, every nation included in this Report participates in this process, and makes
contributions in the form of trade and investment credits, grants, and loan guarantees. During the
eighteen-month period ending June 1991, non-U.S. NATO nations made current and fure commitments
(including grants, loans, and credits) to Central/Eastern European nations totalling over $20 billion,
directed into areas such as food aid, medical supplies, management training, environmental projects,
market accessftrade, and investment.

Economic assistance programs are a particularly important element of Japan's security policy. Efforts
in this area have demonstrated Japan's continuing commitment to support U.S. and Westem interests. In
1990, Japan was the world’s third-largest donor of foreign assistance behind the United States, with
contributions of roughly $9 billion, (When calculated as a percentage of GDP, Japan’s ODA is roughly
comparable to the weighted average of all NATO nations combined.) In addition, Japan has been an
active participant in the G-24 process, committing over $2.5 billion in grants, loans, and credits 1o Eastern
Furopean nations during the January 1990-June 1991 time period. Japan's non-military assistance
programs represent a major contribution to the economic development, political stability, and free
enterprise of developing countries--including the reform movements in Central/ Eastern Europe--and
constitute a major contribution to Westem security and stability. Until recently, the Republic of Korea has
been a net recipient of foreign economic assistance. Korea’s own economic aid program, while quite
modest, has doubled since 1988 to a level of $77 million.

Our NATO allies, Japan, and Korea have also provided important economic assistance to the Soviet
Union and the new independent states of the former Soviet Union over the past two years, and additional
sums will be forthcoming under a recently-announced initiative by the Group of Seven (G-7). This
assistance is targeted at a wide range of problems, including food, medicine, shelter, and energy needs,
as well as defense conversion, debt deferral, and currency stabilization. Through the end of 1991, the
Germans had donated or pledged over $40 billion in assistance, including substantial sums associated with
German unification and the relocation of Soviet troops from its eastem territories. By supporting
democratic and economic reform in Russia and the other former Soviet republics, these programs will
directly enhance stability throughout Europe, and the national security of the United States and our allies.

DEFENSE COST SHARING
Congressional attention has recently focused on one particular dimension of the burdensharing equation:

defense cost sharing, defined as the cash and in-kind contributions that allies make to help offset the costs
of stationing U.S. forces on their territory. In 1991, Congress passed legislation (Section 1046 of P.L.
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102-190) calling on the President, aided by the Department of Defense and the Ambassador-at-Large for
Burdensharing, to consult with U.S. defense partners to seck to achieve agreements on equitable defense
cost sharing. The legislation also requires that the Report on Allied Contributions to the Common Defense
include information describing the efforts undertaken and the progress made in achieving the legislation's
goals,

The Administration recognizes that defense cost sharing is a high priority of Congress and supports the
principle that the roles, responsibilities, risks, and costs of defense be equitably shared among allies.
Although less than a full year has passed since Section 1046 became law, this edition of the Report on
Allied Contributions to the Common Defense provides an review of Administration efforts and allied
contributions towards ensuring that the costs of international defense agreements are equitably shared.

Arriving at what constitutes equitable sharing of the costs of defense requires evaluation of many
factors. The overall burdensharing equation involves the purpose and nature of the U.S. overseas
presence; each ally's economic well-being; their other military, political, and economic contributions to
shared intermational goals; the cooperative roles and obligations established in bilateral and multilateral
defense agreements; and the strategic benefit that the United States itself realizes from the defense
agreement, '

Forward presence ‘remains one of the foundations of U.S. national military strategy. Although the
numbers of U.S. forces stationed overseas are being reduced, the credibility of our ability and intent to
respond to crises will continue 10 depend on judicious forward presence. Forward presence is also vital
to the maintenance of the system of collective defense by which the United States works with its friends
and allies to protect our security interests, while reducing the burdens of defense spending.

The United States stations troops and prepositions equipment in Eurcpe, the Pacific, and elsewhere
because doing so supports U.S. security interests. The United States continues to have a vital interest in
European peace, stability, and prosperity, History clearly shows that our military presence in Europe has
had a stabilizing influence while benefitting our own security. The same is true of U.S. forces stationed
in North East Asia and U.S. prepositioning and access agreements in the Persian Gulf region, which
contribute to the security of regions that are increasingly important to the well being of the United States.
Although U.S. force structure, forward presence, and reinforcement capabilities are designed to protect
U.S. interests, in certain circumstances it is also appropriate that allies help support the cost of our forward
presence. The Administration is looking for new ways to share the costs of maintaining U.S. forward
presence in the face of defense budget cuts and legislation calling for increased cost sharing.

BILATERAL COST SHARING: PERFORMANCE AND NEGOTIATIONS

In 1991 the Administration negotiated a new cost-sharing agreement under which Japan will assume
over the next five years most of the yen-based costs_of stationing U.S. forces on its soil, with the
exception of certain costs whose transfer would be”inappropriate, Japan’s willingness to assume a
substantial and increasing share of these costs is a clear indication of the value that Japan places on our
security partnership, When the agreement is fully implemented, Japan will bear virtually all of U.S.
stationing costs (less salaries for U.S. military and civilian personnel and cerntain other costs whose transfer
would not be appropriate). Japan currently pays almost all military construction costs and leases for land
used by U.S. forces. Japan is assuming full payment for all U.S. Forces Japan (USFJ) utilities, and
salaries and benefits for Japanese employees working for U.S. forces under a new cost sharing agreement.
Japan’s total host nation support contribution for Japanese Fiscal Year (JFY) 1991 (April 1991-March
1992) was approximately $3.3 billion.
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Under an agreement reached in 1991, Korea will assume one-third of the won-based U.S. stationing
costs by 1995. These costs include construction, labor cost sharing, and certain logistics and operations
expenses and are in addition to the value of rent-free land and facilities. -Korea's cost sharing
contributions have grown from $70 million in 1990 to $180 million in 1992 and will be $220 million in
1993. By 1995, this amount may be over $300 million, depending on our force presence and actual
stationing costs at that time.

Korea provides an example of how a country’s cost sharing contributions must be evaluated in light of
the other defense burdens that the country is assuming and the country's political and military situation.
Korea faces a real and continuing military threat from North Korea. Korea is rapidly assuming the lead
role in our bilateral alliance, and continues to modemize its forces. In addition, Korea is improving its
own defense contributions to U.S. defense needs, such as by its financial and in-kind support to Operation
Desert Storm and its funding of the transfer of U.S. headquarters from Seoul.

Cost sharing is also being discussed in connection with new defense cooperation agreements in the
Persian Gulf region. The recently-concluded agreement with Kuwait is an example of the willingness of
our Gulf partners to share the burden of the common defense. Discussions are still going on with other
Gulf states, so it is premature to report on their cost sharing implications. The U.S. Govemment continues
to seek agreements that will equitably share the costs of mutual defense.

COST SHARING IN NATO (U)

It is important to recognize the fundamental differences between the sharing of roles, responsibilities,
risks, and costs in NATO, and U.S. cost sharing with Japan. The two cases are not analogous. NATO
is a multilateral alliance with an intemational headquarters, an integrated military command structure, and
a well-developed system of assigning defense assets--by country--to coalition roles and missions. Further,
NATO has its own cost sharing programs, such as the Infrastructure Program and the Military Budget.
The Japanese constitution, on the other hand, limits Japan's military contributions to our bilateral military
relationship, thereby making financial support a relatively more important burdensharing tool.

Nor does the financial support for Operation Desert Shield/Storm--an extraordinary and unique
burdensharing case study--provide a model for similar agreements with NATO allies to underwrite the full
costs of implementing existing bilateral and multilateral defense agreements. During the Gulf War, the
largest financial contributors--Saudi Arabia, Kuwait, Japan, and Germany--focused their efforts on cash
contributions because their political situations or lack of appropriate military capabilities prevented them
from providing similar levels of support through other means. On the other hand, NATO already
incorporates burdensharing mechanisms, often obligating each participant to assign substantial military
forces to the Alliance. Because of these existing arrangements and the strategic benefits that the United
States realizes from its participation in NATO it would be inappropriate and counterproductive for the
United States to seek to shift the full costs of its participation in these agreements to its allies. However,
cost sharing practices within the overall contex